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THE APPRAISAL OF TRAILER COURTS 


BOUT 30 years ago the first house trailers were built, sold, and occu- 
A pied in this country. It was not until the housing shortage brought on by 

World War II, with the consequential great demand for housing in remote 
areas near defense plants and installations, that the popularity of trailer homes 
began to attract attention. The Atomic Energy Commission was among the 
first to set up communities of mobile house trailers. Since then their populari- 
ty has increased rapidly. This increase was accompanied by the trend toward 
larger house trailers, which afforded better livability. At the same time, they 
became heavier and, consequently, lost some mobility, until today many are 


towed from city to city by commercial motor carriers using powerful tractor 
units. 


In the past the parking facilities for house trailers were generally very 
poor, and many mobile-home owners abandoned such life because of the lack 
of desirable and sanitary places to park their “homes.” In recent years, how- 
ever, municipalities have placed regulations on trailer park operations. The 
manufacturers of mobile-homes have encouraged the construction of sanitary 
and desirable courts. The Federal Housing Administration has established 
minimum standards for the construction of such parks, and has provisions for 
guaranteed loans for their construction. As a consequence, more desirable 
parks are being built throughout the country with greater services and facilities 
available. In most cases, well-planned operations are proving exceptionally 
profitable. 


The establishment of these mobile-home parks results in many appraisal 
problems. In our experience, we have encountered numerous types, from the 
very simplest installations, consisting of a few acres of ground with no sani- 
tary or utility facilities available, to well-managed, luxury-type parks, with 
complete utility service, recreational and aesthetic features, located near 
schools, transportation, parks, churches, and shopping centers. 


The appraisal of a simple trailer court with few facilities presents no diffi- 
culty, as it is primarily a land valuation. However, the appraisal of a modern 
up-to-date mobile-home park becomes considerably more involved. The sum- 
mation approach to value, excluding the individually owned trailer homes, dis- 
closes that the cost of improving a park is considerably more than would be ex- 
pected. The total costs per trailer site can exceed $2,000, especially in loca- 
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tions where land values are extremely high, such as recreational areas, par- 
ticularly along the seaside. In addition to the price of land, total costs include 
such items as engineering, grading, and the installation of utilities, streets 
and drives, recreational areas, service buildings, and, in some cases, swim- 
ming pools. When an appraiser starts the income approach and finds average 
rentals that range from $30-$50 per month resulting in substantial gross income, 
he at once realizes that mobile-home courts are big business and not shoestring 
operations. 


For the purpose of this bulletin, we are showing excerpts from a demon- 
stration appraisal of a new 90-unit trailer park located on the fringe of the St. 
Louis Metropolitan Area. We would like to point out that the St. Louis area 
has fewer desirable courts than practically any other metropolitan area. The 
plat on the page opposite shows the general layout of the park. The 8" sewer 
mains are indicated by the solid red line, while the water mains are indicated 
by a thin dashed redline. Streets and access drives which provide off-street 
parking within the court are of good grade macadam, while the trailer pads and 
patios are of concrete. In this instance, no permanent residence is included 
for the manager, but an office andwarehouse building, as well as a service 
building containing restrooms, laundry and utility service rooms, is provided. 


In this instance, the value of the land was 
LAND VALUE found by the Market Data Approach, and 
established at $4,500 per acre. Accord- 
ingly, the 10-acre site on which the subject 90-unit mobile-home park is situ- 


ated would have a total value of $45,000. Generally, it will be found that values 
of land to be used for this purpose vary directly in accordance with distances 
from urban districts and utilities. As a rule, the use for this purpose of high- 
priced land within the city limits is economically feasible be cause the higher 
rentals obtainable provide sufficient return to justify the premium land cost. 


Summarized on page 444 is a list of the 
IMPROVEMENTS estimated replacement costs new of the 

improvements usually required in the de- 
velopment of a mobile-home park of the type used for this study. 


We would like to point out that the subject 
DEPRECIATION trailer park is 5 months old and that it is 

now 100% occupied. Because of the new- 
ness of the improvements, with no signs of deterioration, no physical deprecia- 
tion is discernible. 


Furthermore, because of the fact that the trailer park is located near the 
intersection of a limited access national highway (city route), and a circumfer- 
ential major traffic artery, access to practically any part of the city and its 
suburbs is readily available. In addition, it is convenient to a large industrial 
area. This mobile-home park was designed by one of the leading architects in 
the community - a man who has made extensive studies on the construction and 
development of such parks. Efficient land utilization plus the fact that the own- 


er of this park has acquired an adjacent 17 acres, provides adequately for future 
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ESTIMATED COST OF IMPROVEMENTS 
90-SPACE MOBILE-HOME PARK 


Surveys, engineering, and architectural fees 

Supervision during construction - 5% (owner, architect or 
general contractor) 

Site grading - 10 acres @ $850 average 

Streets - average grade, 24’ macadam, 4,900 sq. yds. @ $2.10 

Macadam access drives with parking spaces for 5 cars, 170 sq. 
yds. per drive; 22 drives @ 170 sq. yds. each = 3, 740 sq. 
yds. @ $2.25 

Macadam parking areas (4), public and at service building, 1, 350 
sq. yds. @ $2.10 

Electric wiring, overhead distribution for lighting and underground 
lines to weatherproof utility curb connections 

Sewer mains - 8" vitreous clay pipe, 3,400 lin. ft. @ $2 

Sewer laterals - 6" vitreous clay pipe, including flexible connectors 
at curbs, 3,000 lin. ft. @ $1. 75 average 

Manholes - concrete, 14 @ $175 

Water mains - 3" cement asbestos pipe, 2, 400 lin. ft. @ $2.10 
(includes 8 3" gate valves and all fittings) 

Water laterals - 1" copper and antifreeze curb connections, 
1, 200 lin. ft. @ $1.90 


Surfacing around service building, part of playground and clothes 
drying area 1, 500 sq. yds @ $2 
Concrete pads and patios 
Pads - 8' x 45' = 360 sq. ft. x 35¢ = $126 
Patios - 10' x 20' = 200 sq. ft. x40¢= 80 
90 units @ $206 each 


Landscaping 
Seeding and planting - 90 units @ $20 $1,800 
Seeding and planting - office and entrance 400 
Seeding and planting - recreational area 150 
Office, parts and tool storage building, 8" concrete blocks, modern 
front, concrete slab floor, no basement, built-up roof on steel 
roof joists - 900 sq. ft. @ $6 
Service bldg. (laundry, utility, and public rest rooms) same construc- 
tion, more plumbing and elec. work, 1,100 sq. ft. @ $6. 50 
Compensation and liability insurance during construction period 
Laundry equipment and installations 
Storage huts - 90 @ $65 
Concrete pedestals - 90 sets @ $20 
Playground equipment . 
Miscellaneous (fences, LP gas tank installation, etc.) 
Total. . 


Average cost per space, approximately $1, 300 




















expansion requirements. The desirability and the need for the park are clearly 
demonstrated by its 100% occupancy at the present time and the fact that the 
owner has a waiting list for 35 additional spaces. This desirability is further 
substantiated by the fact that there has been a turnover in tenancy on only three 
of the spaces. These changes were because of transfer of personnel. In view 
of the foregoing, no obsolescence has been considered. 


Because of the lack of physical deteriora- 
SUMMATION APPROACH tion, functional andeconomic obsoles- 

cence, no accrued depreciation was taken. 
Consequently, the valuation by the summation approach is summarized below: 


Land value, 10 acres @ $4, 500 per acre $ 45, 000 
Present value of the improvements 116, 000 


Total Value by Summation Approach $161, 000 


All improvements have an average cost of $1, 288 per trailer space. The 
land and the improvements, or the total value of the park, would amount to about 
$1, 788 per trailer space. This is in line with the cost of new desirable trailer 
courts having similar facilities. 


The subject property has been 100% occu- 

GROSS INCOME pied for the past 3 months of its 5-month 

existence. Nationwide, the vacancy rate 

in trailer parks has averaged approximately 7%. However, a recent survey has 

disclosed that St. Louis is among the major industrial cities that have an ex- 

treme shortage of desirable mobile-home parks. Because of restrictions in the 

St. Louis Metropolitan Area, it appears that relatively few, if any, new trailer 

parks can be built to compete with the subject property. For that reason, a 5% 
vacancy rate seems applicable in this instance. 


In addition to the income from trailer space rentals, the owner of the prop- 
erty secures profits from the sale of propane gas, coin-operated laundry facil- 
ities, and the sale of cigarettes, candy bars, and soft drinks through vending 
machines. An examination of the owner’s records reveals a net profit, before 
depreciation, of 30% of gross sales. Gross sales averaged approximately $100 
per year per trailer unit based on the 5-month operation. This would result in 
a gross profit of $2,700 per year. 


Summarized below is a statement of the gross annual income. 


90 units @ $40 per month average - «+. $43,200 
Less 5% estimated average future vacancy ........... 2, 160 


¥Ai, 040 


Profits from LP gas sales, coin laundry and vending machines 2, 700 
Estimated Total Gross Income $43, 740 














The subject park is owner-operated, and 

EXPENSES the owner does not withdraw a salary for 

his services. Instead his remuneration 

consists of the profit from the operation. For the purpose of this appraisal, 

we are ascribing $600 a month salary for his services as owner-manager. A 

considerable amount of the management is performed by a retired man and his 

wife for total wages of $300 a month. This man assumes the management of the 

court while the owner is absent, and his wife collects the rents and keeps books 

on the operation. In addition, a janitor-maintenance man is employed to keep 
the premises in order, and make minor repairs. 


Listed below is a summary of the operating expenses. 


Salaries - Owner-manager, $600 per mo. 
Assistant manager-bookkeeper, $300 per mo. 
Janitor-maintenance, $240 per mo. 


Water, metered 

Heating fuel, office & laundry building 

Electricity 

Telephone 

Cleaning & maintenance supplies 

Office supplies & advertising 

Garbage & trash collection 

Miscellaneous expenses, including repairs and maintenance of 
buildings and other improvements 

Automotive equipment rental or operating and maintenance cost, 
plus depreciation over 4 years 

Sinking fund - replace laundry equipment, $3, 000 - 5 years 
(3% safe rate) 

Sinking fund - replace playground equipment, $600 - 5 years 
(3% safe rate) 


FIXED EXPENSES 


Taxes, real and personal 
Insurance, liability and casualty ; 300 
Total Anticipated Annual Expenses R 
Deduction of the total annual expenses, in- 
INCOME APPROACH cluding sinking fund items, in the aygre- 
gate sum of $22, 025 from the annuale‘fec- 
tive gross income shown previously to be $43,740 results in a net income, be- 
fore depreciation, of $21,715. This net income might be treated either by the 
land residual process or by a building residual process. Replacement costs of 
improvements are reasonably accurate in this instance, being in line with the 
owner’s recent actual costs. On the other hand, the estimated land value used 
in the summation method was based ona bracketing method, and the ground 


sales available for comparative purposes did not involve tracts closely com- 
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parable to the subject site. Under the circumstances, the land residual meth- 
od was selected as most appropriate in this case. 


An analysis of the market divulges that owners of trailer parks expect a net 
return of 10% on their overall investment and a return of their capital expendi- 
tures for improvements at the rate of 5% per year based upon a 20-year antici- 
pated economic life. Both of these rates are somewhat higher than those nor- 
mally applicable to real estate investments, chiefly because of speculative fac- 
tors. The higher rates seem justified for this type property for two reasons. 
First, will the popularity of mobile-home parks continue to increase to a de- 
gree that will encourage enough competition to force lower rentals andincrease 
vacancy to a paint where profits will be considerably reduced in the future? 
Second, will higher taxes enter seriously into the future profit ratio? The gen- 
eral public seems to believe thattrailer parks do not pay a share of the general 
tax burden that is commensurate with the public services they receive in the 
form of educational facilities, fire and police protection, etc. 


Following is a summary of the process used and the conclusion reached by 
the income method. The result reflects the present worth of the net income 


over the remaining life of the improvements, which has been estimated at 20 
years. 


Net return before depreciation oe BRST 
Less return imputed to real property improvements 
as follows: 
Estimated total value of allimprovements $116, 000 
Less estimated value of personal property 
improvements, consisting of laundry and 
playground equipment 
Amount subject to return on and of invest- 
ment in real property. 
Capitalization rate . ° 
Recapture or depreciation rate. 05 





Less return imputed to personal property im- 
provements on which sinking fund has been 
provided and included in estimated expenses 3, 600 
Capitalization rate x .10 360 
Remainder imputable to returnonland ........2++e46-. 





Capitalized at 10% in perpetuity, the above computed net return 
to the land produces a total land value of 


Rounded off to coincide with land value estimated by market 
data approach used in the summation method ........... $ 45,000 
Value of real property improvements ceeeecec ham eue 
Value of personal property improvements a en 3, 600 
Total Value by Income Approach teases $181,000 
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Because of the scarcity of trailer parks in 
MARKET DATA the St. Louis Metropolitan Area, few sales 

are available. The only recent trailer park 
sale in the St. Louis area that could be used as a comparative to the subject 
park was made early this year for $93,000. The purchaser paid a $7, 000 loan 
commission, which increased the cost to $100,000. On the basis of a $100, 000 
valuation, the purchaser was able to secure a $75,000 loan secured by two 
deeds of trust. This park contains almost 74 acres as a site for 87 trailer 
spaces, as well as two old farmhouses considered to have little economic value. 
The sales price of the property, including land, the two farmhouses, a modern 
laundry building, and an obsolete shower room, is equivalent to an average of 
$1, 150 per trailer site. Each space is furnished with water, sewerage, and 
electricity. There are no patios or trailer pads. This park appears to be 
overcrowded, and generally much less desirable than the subject park. Asa 
result, the subject park is able to secure better rentals. 


An 80-unit mobile-home court on a tract of ground approximately one-half 
the size of the subject tract is reported to be for sale at the present time. The 
owners are asking $2, 500 per unit, or $200,000. Inasmuch as this is nota 
sale, it has not been considered for the purpose of this study except as anupper 
limit of value. 


After considering the merits of the property covered by the above sale as 
compared to those of the subject property, it is reasonably concluded that the 
fair market value of the latterexceeds the comparable by some $60, 000 to 
$70, 000. 


After weighing the results of the three fore- 
CONCLUSION OF VALUE going appraisal processes, afair market 

value of $161,000 has been concluded for 
the subject property as of September 26, 1958. A recapitulation of this value 
is shown below. 


Land, 10 acres @ $4, 500 per acre 

Improvements (real property) 

Improvements (personal property) 
Total Fair Market Value 


Ang 
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